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FEDERAL DEPOSIT INSURANCE CORPORATION
The regulatory definition of savings deposits has been expanded by the FDIC to
now include money market deposit accounts. The change in the agency’s rules
are final and are effective as of 12/14/82. According to the FDIC, the rule
change is necessary to clarify the status of money market deposit accounts,
which were authorized by the DIDC on 12/14/82. The agency noted that money
market deposit accounts cannot be classified as demand deposits because
demand deposits cannot bear interest. Moreover, they cannot be classified
as t i m e deposits because time deposits have fixed minimum maturities.
The only other deposit category established by the FDIC is savings deposits.

GENERAL ACCOUNTING OFFICE
An AICPA supported amendment to the annual audit section of S. 564, the "United
States Academy of Peace Act” was adopted by the Senate Labor Committee by a
voice vote on 7/20/83. The bill as originally introduced by Sen. Spark
Matsunaga (D-HI) did not include the definition of "public accountant"
which is contained in the GAO publication Standards for Audit of Governmental
Organizations, Programs, Activities, and Functions. This GAO definition,
supported by the AICPA as a part of its continuing legislative monitoring
program, states:
"When public accountants are to perform the audits, only
certified public accountants or public accountants licensed on or before
December 31, 1970, or persons working for a certified public accounting
firm or a public accounting firm licensed on or before December 31, 1970,
should be engaged." During the Labor Committee mark-up on this bill Sen.
Matsunaga introduced a technical amendment to his bill, containing new
language which conformed to the GAO definition. S. 564 was approved by the
Committee by an 11-6 vote and now goes to the full Senate for a vote.
SECURITIES AND EXCHANGE COMMISSION
The Commission recently adopted Rule 2a-7 under the Investment Advisors Act of
1940 regarding valuation of debt instruments, the calculation of current
net asset value per share and the computation of current price per share by
money market funds (see the 7/18/83 Fed. Reg. pp. 32555-67). The rule
permits such investment companies, subject to certain conditions either: To
value portfolio securities by use of the amortized cost valuation method;
or to compute current price per share by rounding the net asset value per
share to the nearest cent. The rule is effective 7/18/83. For additional
information contact H.R. Hallock at 202/272-3030.
TREASURY, DEPARTMENT OF
Tax treatment of income earned abroad by citizens or residents of the U.S. is
the subject of a notice of proposed rulemaking by the Department of the
Treasury. These proposed changes would implement changes to applicable tax
law by the Economic Recovery Tax Act of 1981 (ERTA). This Treasury
document contains proposed amendments to the Income Tax Regulations and
Em ployment Tax Regulations (26 CFR Parts 1 and 31) under sections 119, 911,
and 3401 of the Internal Revenue Code of 1954. These amendments are
proposed to conform the regulations to changes made to the Internal Revenue
Code by sections 111, 112, and 113 of ERTA. Section 911, for example, as
amended by ERTA, provides that certain U.S. citizens or residents living
and working abroad may claim two exclusions and one deduction from gross
income for foreign earned income up to a ceiling (which starts at $75,000 a
year in 1982 and increases by $5,000 a year until it reaches $95,000 in 1986)

-2and for a qualified individuals housing cost amount to the extent attributable
to employer provided amounts. However, not more than the total of the
individuals foreign earned income is eligible for exclusion or deduction for
the taxable year. Written comments and requests for a public hearing must be
delivered or mailed by 9/19/83. For additional information contact Carol
T. Doran at 202/566-3289.
Final regulations clarifying the bona fide debt requirement for the allowance
of a deduction for bad debts have been issued by the IRS (see the 7/21/83
Fed.Reg., pp.33259-60). The regulations, under tax code Section 166 are
effective for taxable years beginning after 12/31/53. According to the IRS,
only bona fide debt qualifies for purposes of Section 166, and that a bona
fide debt is predicated on the existence of an enforceable obligation.
The change in the regulations provide that a debt arising out of the receivables
of a taxpayer is deemed to be an enforceable obligation to the extent that
it has been taken into income under Section 61. For additional information
contact David R. Haglund at 202/566-3459.
Amendments to proposed regulations relating to the deductibility of expenses
incurred in connection with the business use, or the rental to others of
a dwelling deemed to have been used for personal purposes of the taxpayer
were recently issued by the IRS (see the 7/21/83 Fed. Reg. pp. 33320-25).
The original proposal, issued 8/7/80 generated substantial public response
with more than 3500 comment letters received by the IRS. The current
proposal includes changes to the 8/7/80 proposal in the areas of repair
and maintenance, principal place of business, rental to family members,
rental pools and use by clients. A public hearing on the issue will be
held by the IRS on 10/4/83. Comments are requested by 9/20/83. For
additional information contact Donald Stevenson at 202/566-3297.
SPECIAL:

AICPA ISSUES GUIDE ON PERSONAL FINANCIAL STATEMENTS

A guide showing CPAs how,to deal with current values in personal financial
statements has recently been released by the AICPA. A Statement of Position
was issued by the Institute in October, 1982, requiring the use of current
values in personal financial statements dated 6/30/83 or after because
current values present a more pertinent measure of resources, obligations
and net worth of individuals than do historical costs. The guide describes
the work performed by CPAs on personal statements which may take different
forms. There is compilation, which puts financial data in statement form
without the CPA assuring conformity with generally accepted accounting
principles; review, which offers limited assurance by the CPA that the
statements conform with GAAP; and audit, which results in the expression of
an opinion by an independent CPA as to the fairness of the financial statement
in conformity with GAAP. Copies of the Personal Financial Statements Guide
may be obtained from the AICPA’s order department at 212/575-6426.
SPECIAL:

ADDITIONAL HEARING ON TAX TREATMENT OF LIFE INSURANCE COMPANIES

Further hearings on the tax treatment of life insurance companies and their products
will be held on 7/28/83 by the Select Revenue Measures Subcommittee,
House Ways and Means Committee, according to an announcement by the Subcommittee
Chairman Rep. Pete Stark (D-CA). Earlier hearings on these issues were held
on 5/10-11/83. According to Rep. Stark and subcommittee member Rep. W. Henson
Moore (R-LA) , the earlier testimony resulted in the development of a proposal
for discussion which "has as its goal a simplification of the present tax
structure while reflecting the individual purpose and character of life
insurance transactions." Portions of this proposal, to be discussed at the

-37/28/83 hearing, include single phase tax structure; treatment of reserves;
definition of life insurance; ownership differential; small company treatment;
taxable income adjustment; tax-exempt income, and consolidated returns. A
detailed explanation of this proposal may be obtained from the Joint Committee
on Taxation, Ro o m 1015 Longworth House Office Building, Washington, D.C.
20515, 202/225-9397.
LEGISLATION EXPANDS FINANCIAL SERVICES OF BANKS AND THRIFTS
S. 1609, the “Financial Institutions Deregulation Act", was introduced by Sen.
Jake G a m (R-UT) Chairman, Senate Banking Committee, and co-sponsored by
the Committee's Ranking Minority Member Sen. William Proxmire (D-WS) on
7/12/83." This bill, introduced by G a m at the request of the Reagan
Administration, seeks to expand the range of financial services which may
be offered by bank and thrift holding companies by authorizing them to
underwrite municipal revenue bonds, sponsor and manage mutual funds, under
write and sell insurance products, and develop, invest in, and sell real
estate. According to Sen. G a m , this bill is modeled after a Treasury
proposal which was introduced in the 97th Congress, S. 2490 and would
"provide depository institutions with expanded powers so long as such
powers are exercised through separate holding company subsidiaries."
The purpose behind this approach, according to G a m , would be to insulate
banking subsidiaries from affiliates engaging in activities which may be
riskier or, if not insulated, would raise questions of competitive equity
or potential conflicts of interest. Hearings by the Senate Banking Committee
have not been announced, but will not occur prior to the August recess
which begins on 8/6/83.

For a d d i t i o n a l information, please contact Jim Kovakas, Gina Rosasco
Nick Nichols or Kathee Baker at 202/872-8190.
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